State of California John Chiang, California State Controller

Memorandum

To: Agency Secretaries July 9, 2013
Department Directors
Departmental Accounting Officers

From: George Lolas, Chief
Division of Accounting and Reporting
State Controller’s Office

Subject: REPORT OF ACCOUNTS OUTSIDE THE STATE TREASURY

State Administrative Manual (SAM) section 7975 requires that, at year-end, state agencies and
departments must prepare a Report No. 14, Report of Accounts Outside the State Treasury, form STD.
445. Due to recent events, namely an incident regarding the California Department of Forestry and Fire
Protection’s (CalFire’s) Wildland Fire Investigation, Training and Equipment Fund (WiFITER), we
wanted to remind state agencies and departments they have a responsibility to report Bank/Savings and
Loan Association Accounts (Accounts) outside the State Treasury on the STD. 445/State Controller’s
Office (SCO) Report No. 14 annually to the SCO, the Department of Finance (DOF) and the State
Treasurer’s Office (STO). It should be noted that CalFire did not list the WiFITER on their Report

No. 14 submitted to the SCO or the STO for the most recent fiscal year ended, June 30, 2012.

Government Code (GC) section 16305.2 states, “All money in the possession of or collected by any state
agency or department, except for money in the Local Agency Investment Fund, is subject to Sections
16305.3 to 16305.7, inclusive, and is hereafter referred to as state money.”

In addition, GC section 16305.3 states, “All state money shall be deposited in trust in the custody of the
Treasurer, except when otherwise authorized by the Director of Finance, or unless deposited directly in
the State Treasury. All state money deposited in trust in the custody of the Treasurer shall be held in a
trust account or accounts and may be withdrawn only upon the order of the depositing agency or its
disbursing officer. The provisions of Sections 16305.3 to 16305.7, inclusive, shall not be construed to
repeal or amend any provision of law now requiring officers or employees to make daily, weekly, or
monthly settlements with the Treasurer. All such money held by the State Treasurer in trust shall be
subject to audit by the DOF and shall also be subject to cash count, as provided in Sections 13297,
13298, and 13299 of this code.”

Finally, as a reminder, although the Report No. 14 is required to show the balance(s) in the Account(s)
as of June 30™ each year, it is the state agency’s and department’s responsibility to ensure that adequate
safeguards are taken as required under GC sections 16520 and 16521, and as set forth in the SAM
sections 8002, 19462, and 19463, requiring that all account balances must be collateralized throughout
the year. Per the STO, please note that all non-interest bearing accounts did not require collateralization
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between December 31, 2010, and December 31, 2012, as they were fully covered by the Federal Deposit
Insurance Corporation pursuant to the Dodd-Frank Wall Street Reform and Consumer Protection Act.

In addition, if you or your bank/savings and loan association/etc. have any questions regarding the
collateralization requirements and/or establishing the required safekeeping agreements, please contact
the STO’s Collateral Management Section at (916) 653-2886.

All Report No. 14s are to be signed by the head of the state agency or department (no designees).
In addition, if the state agency or department is citing a statute or other legal provision as the authority
for the establishment of an Account, the state agency’s or department’s legal counsel must also certify
that the cited authority, in his or her opinion, is true, accurate, and allows for the establishment of an
Account outside the State Treasury.

As a reminder, you, and your legal counsel, if applicable, are certifying to the following, “I certify
(or declare) under penalty of perjury that the foregoing is true and correct and that I have not
violated any of the provisions of Article 4, Chapter 1, Division 4, Title 1, Government Code
(commencing with section 1090).”

If the state agency or department is citing the DOF’s approval for the Account, please attach a
copy of the DOF’s approval letter under GC section 16305.3.

Please note that the newly revised Report No. 14 is available for download in both a PDF and Excel
version at http://www.sco.ca.gov/ard_reporting.html. Once completed, send two copies to the SCO, one
electronic version and one hard copy. The electronic version should be sent to the Budgetary/Legal
Reporting Section at BLFinRep@sco.ca.gov while the hard copy should be sent along with the state
agency’s or department’s annual financial statements.

Thank you for your assistance in this matter. If you have any questions or require additional
information, please contact the Budgetary/Legal Reporting Section at BLFinRep@sco.ca.gov.
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